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sitting at the outbreak of war to consider the question of the
adequacy of the gold reserve. It is probable that had London's
credit with foreign bankers failed at any time in the ten years
preceding the war as it failed in 1931, the events of September
1931 would have been anticipated.

Effects of the Great War

During the War the gold standard gradually ceased to operate
over the greater part of Europe, partly owing to restrictions
placed upon the expdrt of gold by the various governments and
partly owing to interferences with the movement of gold arising
from warlike activities. Germany financed the War upon her
side chiefly by taxation and by means of funded loans from her
own people. There was no more inflation in Germany down
to the end of 1917 than in Great Britain.

In France, on the other hand, the War was financed largely
by inflation as well as by loans, and taxation was increased
very little. The maximum note issue of the Bank of France,
fixed at 6,800 million francs in 1911, was raised from time to
time and the actual circulation at the end of 1918 was 31,000
million francs. Italy followed a similar course, her note issue
increasing sevenfold during the War period. In Russia the
rouble suffered serious.depreciation before the Revolution and
its value completely vanished almost immediately afterwards.
Holland and Switzerland managed to avoid inflation and the
value of their currencies remained very near to the gold par,
the former receiving some assistance during the War from the
funds of the Allies to keep the exchange from becoming adverse.
The link between the Scandinavian currencies was broken, and
their values fluctuated independently of one another, but there
was no serious depreciation. In Spain, although, as has already
been shown, the peseta actually rose in value above the gold
par during the War, it fell afterwards at one time to less than
two-thirds of its par value.

The measures taken during the War to epegs the rate of
exchange between Great Britain and the United States are
described in the section dealing with the finance of the former